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KEY ECONOMIC INDICATORS 
(Money values in millions of dollars except where noted) 


Change 
1975 1976 1977 76-77 
NATIONAL INCOME AND PRODUCT 
Gross Domestic Product (Current Prices) 36,020 34,044 38, 893 14.22 
Gross Domestic Product (1970 Prices) 21,054 18,419 18,511 0.5% 
Gross National Product (Current Prices) 34,348 32,952 37,189 17.62 
Gross Domestic Fixed Investment 10, 739 10,193 10,109 -0.82% 
Government Consumption 5,108 S132 5,636 9.82 
Private Consumption 20, 382 19,251. 2 oed 
Real Growth Rate (GDP) 2.5% 1.3% 0.5% 
Per Capita GNP (Dollars at Current Prices) 1,348 1,243 1,391 
Population (thousands) (1) 25,466 26 ,099 26,731 


FINANCE 

Gold Reserves of Reserve Bank (3) (4) 17577 12.69 9.7 
Other Foreign Exchange Reserves, Res. Bank(2) 568 413 401 
Money Supply (3) 5,877 5103 a5 a0L 
Money and Near Money (3) 11,769 10,773 11 O13 
U.S. Direct Investment (Book Value) (4) 1,578 1,665 N/A 


TRADE 

Exports (Excluding Gold) (FOB) 4,944 5,622 7,282 
Export Value of Gold Output 3,479 2,698 3,214 
Imports (FOB) 9,202 8,559 7,926 
Exports to U.S. (4) 840 925 1, 269 
Imports from U.S. (4) 1,302 1,347 1,054 


INDICES 

Manufacturing (5) 12357 123.5 117.2 
Mining (Except Gold) (5) 129.2 130.9 145.4 
Consumer Prices 156.2 173.6 193.2 
Employment (Non-agricultural) L175 119.8 119.6 


BALANCE OF PAYMENTS 

Visible Trade Balance (Excl. Gold exports) -4,258 -2,981 -645 
Services Balance -1,920 -1,608 -1,530 
Current Account Balance -2,484 ~1,874 + 864 
Longterm Capital Inflow (Net) 2,392 1,280 211 
Net Foreign Exchange Reserves (6) 92 -782 -929 


PUBLIC FINANCE 

Exchequer Receipts (Excl. Borrowing) 7,421 7,257 8,018 10.52 
Exchequer Issues 9,890 9,485 10,005 5.42% 
Government Budget Deficit 2,470 2,226 1,987 =15.. 0% 
External Public Debt 1,214 1,514 1,559 2.92 


Note on sources and exchange rates: Sources are South African except where noted. Data 
has been converted at one rand = $1.37 for 1975, and one rand = $1.15 for 1976 and 1977. 


Notes to table: (1) Includes Transkei and Bophuthatswana; (2) Millions of fine ounces; 
(3) As of end of year; (4) U.S. data; (5) Physical volume of production; (6) Gross foreign 
exchange reserves minus short-term foreign liabilities of Reserve Bank, central government 
and monetary banking institutions; Gold portion of reserves valued at $33.95. 





SUMMARY 


The downturn in the South African economy which began in 1975 worsened in 1977 
as real economic growth dropped to 0.5%. This is the lowest level of growth 
in real GDP since the 1930s and follows an only slightly better growth rate 

of 1.3% in 1976. Exports increased by nearly 30% in 1977, but their ex- 
pansionary impact was offset by a restrictive government fiscal policy due to 
balance of payments pressures and real declines in investment and consumer 
spending. The primary sectors of mining and agriculture enjoyed considerable 
real growth, but manufacturing, commerce and construction all declined. 


The outlook for 1978 is somewhat better than 1977 but is still surrounded by 
uncertainties. Indications emerged in early 1978 that a modest upswing in 

the economy had begun, particularly in spending on consumer durables. Consumers, 
who had record savings in 1977, are expected to be the main source of any recovery 
since the export markets appear weaker than in 1977 and the excess capacity in 
industry discourages new investment. There is concern among some economists, 
however, that the improvement in consumer confidence and spending may prove 

too fragile to produce a significant upswing without further government stimulus. 
The overall outlook is for a limited recovery in 1978 with a real growth rate 

of about 2.3% believed likely. Political factors, however, had a detrimental 
impact on the economic climate in 1977 and new political shocks could again 
check an incipient recovery. 


In contrast to the growth rate, the balance of payments showed improvement in 
1977. A current account deficit of $1,874 million in 1976 was changed into 

a surplus of $863 million in 1977. This current account surplus was, however, 
offset by an outflow of short-term capital which prevented any improvement in 
net reserves until the last quarter of the year. The outlook for 1978 is for 
another current account surplus but smaller than in 1977. The capital outflow 
is also expected to be substantially smaller than in 1977 so that a modest 
improvement in net reserves is likely. 


Paralleling the overall decline in South African imports in 1977, U.S. exports 
to South Africa fell in 1977 by 22% to $1,035 million and the traditional U.S. 
trade surplus with South Africa was replaced by a deficit of $218 million. 

By a small margin, the U.S. retained its position as the largest exporter to 
South Africa ahead of Germany and the UK. U.S. direct investment of $1.7 
billion is believed to have shown little change over the course of 1977. 


With a limited economic upturn and renewal of growth in South African imports 
anticipated, an increase in U.S. exports to South Africa could normally be 
expected. However, an expansion of the U.S. arms embargo against South Africa 
and other political factors have created uncertainty in South African business 
circles over the reliability of the supply of U.S. products. The visible result 
of this has been that while overall South African imports increased by 14% in 
the first four months of 1978, imports from the Americas (of which the U.S. is 
normally 85%) fell by 17%. This trend is likely to continue through 1978 and 
the U.S. market share is expected to deteriorate. U.S. sales to South Africa 
should, however, remain around a billion dollars. 
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CURRENT ECONOMIC SITUATION AND TRENDS 
National Accounts - Lowest Growth since 1930s 


Growth in real Gross Domestic Product (GDP) in South Africa dropped to 0.5% 

in 1977 compared to 1.3% in 1976 and 2.5% in 1975. Together these three years 
form the longest and deepest economic downturn of the post-war period. When 
the average real growth of 1.4% for the three-year period is matched against 
the 2.5Z rate of population increase, a decline in real per capita GDP is 
evident, At current prices, GDP increased by 14.2% in 1977 as against 12.6% 

in 1976. Gross National Product performed slightly better than GDP in 1977 
with a 1% increase in real terms due to improved terms of trade. This compares 
to a 1% decline in real GNP in 1976. 


As in the previous year, the recession in 1977 was not spread evenly through 

the economy. Substantial real growth in the primary sectors of mining and 
agriculture was balanced by declines in industry, construction and commerce. 
Exports, particularly mine products, increased by 29% in 1977 and there was 

some expectation of a modest export-led recovery in the second half of the 

year. However, various factors combined to offset the expansionary effect of the 
export sector. These included the continuation of the government's restrictive 
fiscal policy due to balance of payments pressures, a drop in gross domestic 
fixed investment and, perhaps most significantly, a decline in real domestic 
expenditure. The last two factors were affected by a deterioration of the 
political climate in the last quarter of the year stemming from the international 
reaction to the death of a Black leader in detention and the security crackdown 
against Black and White opponents of the government. 


The strong showing of the primary sector in 1977 was led by non-gold mining 
which increased by 15% in real terms and agriculture which with a bumper maize 
crop increased by 11%. Gold mining showed a drop of 2% in its contribution to 
al GDP due to a decline in the volume of gold production. In the domestic 
lined by 5.5Z, construction by 9.0%, and wholesale 


trade by 7.5%. The services sector showed small real increases with 
37, 


government up and transportation and communications up 7%. If 
mining and agriculture are excluded, the real value of GDP contributed by the 
other sectors declined by 1.5% in 1977. 
A major cause of the decline in the industrial and commercial sectors was a 
sharp drop in domestic demand, particularly consumer spending. Real aggregate 
domestic demand as measured by real gross domestic expenditure declined by 
5Z in 1977. Of this, real private consumption expenditure fell by 0.52, the 
first such decline in the post-war period. Real government consumption 
expenditure was down 1% and gross domestic fixed investment fell by 10% in real 
terms. Inventories were down R388 million. The decline in private consumption 
expenditure is significant in reflecting a generally low level of consumer 
confidence and a high savings rate. Gross domestic savings rose by R2 billion 
in 1977 and for the first time in nine years exceeded the amount needed to 

cic 


finance gross domest investment. 
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Balance of Payments - Current Account Surplus Balanced by Capital Outflow 


Following record current account deficits in 1975 and 1976, a strengthened 
balance of payments became the primary goal of government economic policy in 
1977. The resulting restrictive monetary and fiscal measures figured heavily 
in the low economic growth in 1977. Nevertheless, these measures succeeded 

in shifting the current account from a deficit of $1,874 million in 1976 to a 
surplus of $863 million in 1977. This result, stemming from a large jump in 
exports and a decline in imports, represents by far the largest one-year 

change on record in the current account. The increase of merchandise exports 
by 29% in 1977 to $7,282 million is accounted for largely by mineral products. 
The export value of gold output (calculated separately) was up 19% to $3,214 
million due entirely to the steady improvement in the gold price over 1977 with 
the average price being 18% above 1976. The value of merchandise imports declined 
by 7.4% in 1977 to $7,927 million. This is the first such decline since 1972 
and affected virtually all import categories. Net invisible payments to the 
rest of the world increased marginally by 4% to $1,705 million. On a quarterly 
basis, there was a very small current account deficit in the first quarter 
followed by surpluses of $356 million, $280 million and $236 million in the 
succeeding three quarters of 1977. 


In contrast to the current account, the capital account deteriorated in 1977 
with the result. that the current account surplus was offset by a large capital 
outflow. As a consequence, net foreign exchange reserves again declined slightly. 
Capital movements shifted from a net inflow of $1,276 million in 1976 to a net 
outflow of $1,260 million in 1977, concentrated in short-term funds. Net 
long-term capital movements continued positive at $242 million but this was 

far below the 1976 level of $1,137 million. The lower rate of long-term capital 
inflow was largely due to a decline in foreign loans to public corporations 

and a net repayment of foreign loans by the central government. This in turn 
reflects the political climate which has made it more difficult for the public 
sector to secure foreign financing. Outflows of short-term capital not related 
to reserves increased to $1,248 million compared to $477 million in 1976. 
Virtually all the short-term outflow in 1977 was attributible to the private 
sector and reflected in part the decline in short-term trade credits due to 

the drop in imports and also the general concern over political events in South 
Africa. 


As a result of the net capital outflow being larger than the current account 
surplus in 1977, net foreign exchange reserves (defined as the gold and other 
foreign exchange reserves of the Reserve Bank and the monetary banking sector 
minus the short-term foreign liabilities of those institutions) showed a decline 
of $143 million in 1977. However, the trend over the course of the year was 
more favorable, ranging from a decline of $186 million in the first quarter 

to an increase in the fourth quarter of $68 million in net reserves, the first 
quarterly increase in two years. It is expected that the first quarter of 1978 
will also show a modest improvement in net reserves. Gross gold and foreign 
exchange reserves also declined by $114 million during 1977 to $906 million 

of which the Reserve Bank held $731 million. The Reserve Bank's reserve holdings 
remained steady at $729 million during the first quarter of 1978. 
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The figures given above for gold and foreign exchange reserves are based on a 
gold valuation of $33.98 an ounce keyed to the IMF official price for gold. 

of the $731 million in reserves held by the Reserve Bank at the end of 
1977, $330 million was in gold at $33.98 an ounce. As a result of recent changes 
in IMF regulations abolishing the “official” price for gold, the South African 
Government announced on April 10 that it was revaluing the gold in its reserves 
from $33.98 an ounce to a market related price initially set at $163.27 per 
ounce. Under the system announced, the gold valuation will be set each month 
10% below an average 10-day price of gold on the world market. The effect of 
this change was that the gold and foreign exchange holdings of the Reserve Bank 
jumped from $729 million at the end of March 1978 to $1,907 million at the 
end of April. This is purely a technical change but does have the advantage 
that the official reserve figure will more closely indicate the actual import 

es (3.4 months of imports as of April 1978). The 

disadvantage is that official reserve figures will fluctuate as the world gold 


o 
Oo 


purchasing power of the reserv 
; e 


price changes 


ive Increase in Exports 
in exports which occurred in 1977 was primarily attributible 
in sales of mining products. Both volume and prices of mine 
during the year with the former being particularly important. 
ongest growth were diamonds, uranium, chrome ore, coal and 
last two products benefited from the opening of two new bulk 
Richards Bay and Saldanha Bay. South Africa's mining exports 
measure on the level of growth in the major developed countries 
he the sharp rise in the export of mine products in 1977 reflected 
1e generally strong growth rates in these countries particularly the United 
States and Japar Besides mine exports, sugar and citrus fruits also showed 
substantial g h although a large increase in the volume of sugar exports 
was needed to offset low world prices. 


The 7.4% deciine in imports in 1977 reflected the generally depressed state of 
the South African economy while such factors as the 15% surcharge on import 
duties introduced in March 1977 also contributed. The drop in imports was 
generally felt across-the-board with machinery and electrical equipment 
particularly affected. The second half of 1977 saw a smaller decline compared 
to the previous year than the first half partially due to the delivery of two 
new container ships. 


Preliminary trade figures for the southern African customs area (South Africa, 
Botswana, Lesotho and Swaziland) for the first four months of 1978 show that 
exports, excluding gold bullion, were up 27% over the equivalent period in 1977. 
The degree of increase is somewhat exaggerated by the large increase in exports 
of gold coins which will decrease the amount (not yet published) of gold bullion 
exported. Even excluding the category of gold coins, however, an increase of 
20% is recorded which is considerably better than expected in view of the slower 
growth rates in the U.S. and Europe. A significantly lower rate of growth 

for the entire year is projected, however. The strongest export categories in 
1978 remained mining products, particularly minerals and base metals. 
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The preliminary trade figures show that imports, excluding oil and defense 

goods, increased by 14Z in the first four months of 1978 compared to the same 
period in 1977. The resumption in import growth after the decline of 1977 

is believed to reflect a gradual improvement in economic conditions in early 

1978 and possibly some stockpiling against contingencies. Preliminary statistics 
show a visible trade surplus of about $200 million in the January-April period 
and the expectation is that another current account surplus will be posted in the 
first quarter of 1978. 


Prices and Labor - Inflation and Unemployment Difficulties Continue 


The average monthly consumer price index rose by 11.3% in 1977 compared to 
11.1% in 1976 and 13.5% in 1975. The largest increases for 1977 were in the 
area of government administered prices which include many basic food items as 
well as such key areas as electricity and railway rates. The persistence of 
comparatively high rates of inflation in a period of recession stems from the 
fact that the country is being forced to shift from a high to a much lower 
degree of dependence on foreign capital. Thus, many parastatal agencies are 
being required to finance a higher proportion of capital expenditures out of 
current income. 


The one favorable aspect of the consumer price situation was a moderating trend 
over the course of 1977, with particular improvement in the last quarter of 

1977 and the first quarter of 1978. For the twelve months ending April 1978, 
the consumer price index increased only 9.7%. However, a new series of 
administered price increases in early 1978 plus a 4% retail sales tax taking 
effect July 1 are expected to put renewed pressure on consumer prices. One of 
the major question marks for the economy in 1978 is the extent to which the high 
inflation rate will limit growth in real consumer spending since White incomes 
are not keeping pace with inflation. A consumer price increase of 10-112 

is anticipated for 1978. 


The impact of the recession in 1977 was felt with particular severity on the 
labor scene. For the first time since the 1950s, the number of persons employed 
in non-agricultural sectors showed a decline during the year (of 0.2%). This 
must be viewed against the fact that approximately 250,000 new workers, most 

of them Black, enter the labor market each year. Registered unemployment of 
Whites, Asians and Coloreds increased in 1977 from 21,000 to 34,000 (1.72 of 

the work force in these groups) before improving slightly in the first three 
months of 1978. As regards Black unemployment, the first government survey on 
this subject reported that in October 1977, 643,000 Blacks were unemployed, 
representing 12.4% of the Black workforce. Private estimates, however, place 

the figure as high as 20%. The difference stems from the problem of categorizing 
workers in the traditional semi-subsistence agricultural sector and doubts over 
definitions and techniques in the official survey. It is generally agreed, 
however, that Black unemployment substantially increased in 1977 and that a 
moderate recovery of 2.5% in 1978 will not reduce the level of Black joblessness. 


It is noteworthy that real wages of all employees in non-agricultural sectors 
declined by 1.5% in 1977. This compares with an increase of 1.6% in the previous 
year. Real wages of Whites fell by 3% in 1977 compared to a drop of 12% in 1976. 
For non-Whites, real wages increased by a marginal 0.2% in 1977 compared to an 
increase of 5% the previous year. 
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Industry - Well Below Capacity but Improvement Foreseen 


Conditions in industry were extremely depressed in 1977 with manufacturing 
declining by 5.5% in its contribution to real GDP andconstruction by 9%. 

The physical volume of manufacturing production fell by 5% over the course of 
1977. However, there was a leveling out of the decline in the latter part of 
the year and a small increase in the first quarter of 1978. Production of 
consumer durables was one of the hardest hit areas in 1977 with sales of new 
motor vehicles declining 14% to 257,000. This is the lowest level of car sales 
since 1974, Again there was evidence of limited improvement in the latter part 
of 1977 with sales in December being 4% above the same month in 1976 and well 
above the monthly average for 1977. The first quarter of 1978 saw a firmer 
upward trend in car sales and a distinct upswing in consumer durables. Buying 
in anticipation of the 4% sales tax is believed to account for some of the 
improvement, 


Overall utilization of industrial capacity was estimated by the South African 
Department of Statistics at 83.7% in 1977 compared to 86.6% in 1976. 
Construction continued to be the most depressed sector in the economy with the 
value of building plans approved in 1977 being 26% below 1976. Further declines 
were recorded during the first four months of 1978. The value of buildings 
completed in 1977 increased by 7% but declined in real terms when the inflation 
rate is taken into account. 


Mining - Rapid Growth in 1977 


The mining sector performed extremely well in 1977 with non-gold mining up 

15% in its contribution to real GDP. Increases were recorded in both the 

price and volume of most mine exports. The value of iron ore exports in 1977 
was up 223% to $193 million; coal up 143% to $285 million; diamonds up 202 

to $257 million (these official figures are believed to understate actual value 
of diamond exports), and chrome ore up 67% to $71 million. Export values for 
platinum and uranium are not published but increases were posted in the volume 
of production particularly uranium which rose 19%. The sharp increase in iron 
ore and coal exports reflects the opening of two new bulk handling ports and 
their supporting rail systems in 1977. 


South African gold production, which represents 60% of the world supply, declined 
marginally from about 714 metric tons to 700 tons in 1977. However, the recovery 
of the gold price from the low levels of 1976 produced an increase of 19% in the 
export value of gold production to $3,214 million. A further increase is an- 
ticipated in 1978 as gold prices have shown further strength. The sales of 
Krugerrand, the one-ounce gold coin, were particularly strong in the first 

three months of 1978 at 300% above the same period in 1977. 
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Agriculture - Second Bumper Maize Crop in Row 


The agricultural sector's contribution to real GDP increased by 11% in 1977 
due primarily to a bumper maize (corn) crop of 9.6 million tons. The sugar 
and citrus fruit industries also showed moderate growth although the volume 

of sugar exports had to sharply increase to compensate for the lower world 
price. For 1978, another bumper maize crop of around 10.0 million tons is 
about ready for harvest. Sugar exports are, however, likely to be down due to 
low sugar prices and a worldwide surplus. The overall agricultural sector 
should show moderate real growth in 1978 but below the 11% level of 1977. 


Government Finance - Tax Cuts Aimed at Boosting Economy 


Through most of 1977/78 fiscal year ending March 30, 1978, the South African 
Government followed a policy of restricting the growth in government spending 
as part of its overall policy of strengthening the balance of payments. Total 
government expenditure for FY-77/78 increased by only about 7.5%, a decline 

of some 4Z%Z in real terms. While revenue was slightly below projections, the 
shortfall was more than taken up by Government loan issues which were easily 
absorbed in the highly liquid domestic market. For calendar year 1977, the 
nominal growth in government spending was even lower at 5.4% The resulting real 
decline in public expenditure was a significant factor in the low economic 
growth rate in 1977. 


In the FY-1978/79 budget presented on March 29, 1978, it was announced that 
the Government was shifting to a fiscal policy of "growth with financial 
discipline". The main expansionary element of the budget was a 10% cut in 
personal income taxes and a 2.5% reduction in companies income tax. Other tax 
reductions were also announced, including the selective sales duties (levied 
at manufacturing level) which were reduced by 5% and the import surcharge, 
which was cut from 15% to 12.5% but not eliminated as had been expected. The 
expansionary impact of the tax cuts was, however, partially offset by the 
announcement that a new 4% retail sales tax on virtually all categories of 
goods for final use is to come into effect on July 1, 1978. The overall effect 
of these tax changes was a shift in emphasis from direct to indirect taxation 
with the result that a proportionately larger share of the taxation will be 
borne by lower income groups. 


Government expenditure in FY-78/79 is projected to increase by 9% to $11,282 
million. This is still below the rate of inflation and therefore another, 
although smaller, decline in real expenditure is projected. However, the 
increases are focused in the domestic sectors such as education, housing and 
social welfare, and there is no increase in the defense budget. Thus, the 
overall domestic impact of the budget is likely to be somewhat more than the 

9% figure would indicate. There was also a rather modest increase of 10% in 
the deficit to $2,464 million. The low growth in both spending and the deficit 
reflect the continuing, although less severe, balance of payments constraints 
on the government. 
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The March budget endeavored to give a psychological boost to consumer 

spending through income tax cuts, and there is evidence of improvement in 
consumer confidence and spending in the first four months of 1978. Uncertainty 
exists, however, as to whether the current increase in consumer spending will 
survive the introduction of the retail sales tax on July 1 which may counteract 
much of the expansionary influence of the income tax cut. Finally, the 
improved consumer attitudes are considered rather fragile and could be damaged 
by renewed political turbulence. 


Weighing all these factors, the economic outlook for 1978 appears to be for a 
rather modest recovery to about a 2.3% level of real growth in GDP. In contrast 
to 1977, the domestic sectors of industry and commerce are likely to show the 
most growth while mining and agriculture will not be as dynamic as in 1977. 

A moderate upturn in consumer spending will need to be an essential element 

in this upswing. The recovery should continue into 1979 with growth of around 
3% likely for that year as inventory replenishment begins to spur some new 
investment. If exports in 1978 perform better than anticipated and the gold 
price shows further improvement, the 3% growth level could be reached earlier 
than expected, 


The foregoing scenario assumes no major change in the political situation. 
Political factors have, however, had a strongly adverse impact on the South 
African economy over the last two years. Further deterioration in the internal 
or external political situation could again push real growth below 2% in 1978. 
The question most widely discussed in South Africa has been the possibility of 


international economic sanctions. However, although the UN Security Council, 
with US support, has imposed a mandatory arms embargo against South Africa, 
the US and other Western members of the Council vetoed broader economic 
sanctions. 


The outlook for the balance of payments in 1978 is for a moderation of the 
divergent trends in the current and capital account which occurred in 1977 

and for some improvement in net reserves. While the official figures have not 
yet been published, it is believed that in the first quarter of 1978 another 
current account surplus of around $200 million was posted. With imports ex- 
pected to increase by about 12% over the year and growth in exports to slow 

to around 5-10%, it is unlikely that this level of surplus can be maintained 
over the entire year. Thus, a lower current account surplus than in 1977 is 
expected, probably around $450 million. The capital account is even harder to 
project than the current account. However, it seems unlikely that an outflow 
on the order of $1,000 million would be repeated in 1978 because the increase 
in imports should reverse the decline in trade credits. Also, there are 
indications that the foreign 1°.n climate for South Africa has improved 
marginally. Overall, it is «> ected that the capital outflow will be slightly 
below the current account suy_lus so that a limited increase in net reserves 
appears feasible. 
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Implications for the United States - Difficult Marketing Climate 


American exports to South Africa declined by 21% in 1977 to $1,050 million 
according to U.S. Government figures. This decline reflects the overall 7% 
drop in South African imports and the sale of five Boeing 747 aircraft in 

1976 which was not repeated in 1977. Besides the aircraft category which 

fell from $225 million to $75 million, the strongest declines were registered 
in the areas of non-electric machinery (down 14% to $348 million), electrical 
machinery (down 23% to $88 million and road vehicles and parts (down 42% to 
$56 million). The major area of growth was chemicals which jumped 173% to 
$123 million. The U.S. share of the South African market (oil excluded) 
declined from 21% in 1976 to 19% in 1977. However, by a slim margin, the U.S. 
was able to retain its position as the largest single exporter to South Africa 
just ahead of the Federal Republic of Germany (18%) and the United Kingdom (162). 


U.S. imports from South Africa increased sharply in 1977 to $1,268 million, 

37% above 1976 according to U.S. figures. The major increases were diamonds 

(up 25% to $358 million although South African statistics show a much lower 
figure), ferroalloys (up 24Z to $50 million), iron and steel bar rods, plates 
and sheets (up to $92 million from almost nothing), non-ferrous ores particularly 
chrome (up 20% to $69 million) and gold coins (up 94% to $206 million). As a 
result of the drop in South Africa's imports and the increase in its exports 

to the U.S., the long standing U.S. trade surplus with South Africa shifted 

to a deficit of $218 million in 1978 according to U.S. figures. South African 
trade figures show a somewhat different picture and reports a U.S. trade surplus 
of $215 million. The discrepancy apparently stems primarily from a large 
difference in data on South African diamond exports to the U.S. 


The outlook for U.S. exports to South Africa in 1978 is not encouraging. South 
African imports showed renewed growth in the first four months and under normal 
circumstances a parallel increase in U.S. exports could be expected. However, 
special political factors have begun to exert a negative influence on U.S. 
exports to South Africa. The United States has enforced an embargo on arms 
sales to South Africa since 1963, however, in February 1978 this embargo was 
expanded to prohibit the sale of U.S. products or technology of any type to 

the South African military and police. All South African importers of U.S. 
products are required to certify that the products are not for military or 
police use. The amount of U.S. exports directly affected by the new policy 

is limited. However, the policy together with the weakening of bilateral 
relations between the two governments over the last year has created a sense 

of uncertainty in the South African business community regarding the dependability 
of supply of U.S. products. As a result, while overall South African imports 
increased by 14% in the January-April period, imports from the Americas, of 
which the U.S. normally forms 85%, fell by 17%. Imports from Europe on the 
other hand, were up 30%. The adverse trend in U.S. exports shows no sign of 
reversing itself and the U.S. market share is expected to decline in 1978. 


In spite of the difficult climate for U.S. products, South Africa remains a 
billion dollar market for the U.S. and significant opportunities will continue 
to occur for sales of U.S. products. The electronics industry is growing much 
more rapidly than the rest of the economy and is an area where American products 
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have traditionally been entrenched. European competition, however, is 
becoming increasingly strong in this field. The agriculture sector is just 
finishing another good year, and the market for agribusiness equipment and 
tractors is growing steadily especially for more sophisticated items. The 
market for mining equipment should also increase moderately in 1978, particu- 
larly in the area of gold and uranium mining. Open cast equipment has shown 
particular growth. Compared to previous years, fewer new infrastructure 
projects are being initiated. The $3 billion SASOL II oil-from-coal project 
is now well along in construction. ESCOM will be significantly expanding 
‘its electrical generating plant by about $2.4 billion over the next five years. 
The containerization program has been largely completed for the major ports, 
but equipment is still being procured for medium-sized ports. Other areas 

in which significant growth are expected are petrochemicals, communications 
equipment, and medical and surgical equipment. 


South Africa continued to provide a major share of U.S. imports of key 
industrial minerals in 1977. Among these were chromite (53% from South Atrica) 
antimony (23%), ferromanganese (32%), platinum group metals (56%), industrial 
diamonds (23%) and vanadium (562). 


U.S. direct investment in South Africa reached $1.66 billion at the end of 
1976, a 5 percent increase from the previous year,and U.S. bank loans were 
just over $2 billion in mid-1977. South Africa represented 37 percent -of 
total U.S. investment in Africa in 1976, down from 40 percent in 1975. Over 
300 U.S.-owned firms are active in South Africa. A few U.S. firms have 
reduced their investments in South Africa, largely in response to the 
recessionary situation. However, no significant movement toward disinvestment 
has been noticed, despite growing pressures from private American groups 
concerned over U.S. business involvement and labor practices in South Africa. 


The United State Government neither encourages nor discourages American in- 
vestment in South Africa. American companies considering investment in South 
Africa will wish to take into account the current political as well as the 
economic situation. The internal political unrest, while not doing significant 
damage to the economy, has raised doubts about long-term stability as long as 
legal discrimination is imposed on the non-White groups which constitute more 
than 80 percent of the population. Potential and current U.S. investors should 
also give careful consideration to relations with their Black labor force. 

The United States Government strongly urges U.S. firms to assume sufficient 
responsibility for the adequacy of their compensation and other benefits to 
permit a decent standard of living for all their workers. It supports the 
Sullivan manifesto which calls for equal and fair treatment as well as 
advancement of Black workers. Guidance on employment practices in South Africa 
is available from the Embassy and Consulates General in South Africa and from 
the U.S. Departments of State and Commerce in Washington. 
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District 
Offices 


Albuquerque, 87101, (505) 766-2386. 
Anchorage, 99501, (907) 265-5307. 
Atlanta, 30309, (404} 881-7000. 
Baltimore, 21202, (301) 962-3560. 
Birmingham, Ala., 35205, (205) 254-1331. 
Boston, 02116, (617) 223-2312. 

Buffalo, N.Y., 14202, (716) 842-3208. 


Charleston, W.Va., 25301, (304) 343-6181, Ext. 375. 


Cheyenne, 82001, (301) 778-2220, Ext. 2151 
Chicago, 60603, (312) 353-4450. 
Cincinnati, 45202, (513) 684-2944. 
Cleveland, 44114, (216) 522-4750. 
Columbia, S.C., 29204, (803) 765-5345. 
Dallas, 75202, (214) 749-1515. 

Denver, 80202, (303) 837-3246. 

Des Moines, 50309, (515) 284-4222. 
Detroit, 48226, (313) 226-3650. 
Greensboro, N.C., 37402, (919) 378-5345. 
Hartford, 06103, (203) 244-3530. 
Honolulu, 96813, (808) 546-8694. 
Houston, 77002, (713) 226-4231. 
Indianapolis, 46204, (317) 269-6214. 

Los Angeles, 90024, (213) 824-7591. 
Memphis, 38103, (901) 521-3213. 

Miami, 33130, (305) 350-5267. 
Milwaukee, 53202, (414) 224-3473. 
Minneapolis, 55401, (612) 725-2133. 

New Orleans, 70130, (504) 589-6546. 
New York, 10007, (212) 264-0634. 
Newark, N.J., 07102, (201) 645-6214. 
Omaha, 68102, (402) 221-3665. 
Philadelphia, 19106, (215) 597-2850. 
Phoenix, 85004, (602) 261-3285. 
Pittsburgh, 15222, (412) 644-2850. 
Portland, Ore., 97205, ($03) 221-3001 
Reno, 89502, (702) 784-5203. 

Richmond, Va., 23240, (804) 782-2246. 
St. Louis, 63105, (314) 425-3302. 

Salt Lake City, 84138, (801) 524-5116. 
San Francisco, 94102, (415) 556-5860. 
San Juan, P.R., 00902, (809) 753-4343, Ext. 4555. 
Savannah, 31402, (912) 232-4321, Ext. 204. 
Seattle, 98109, (206) 442-5615. 


Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 
ment of Commerce. 


A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 
extension. 


Area Extension 
Africa 

Algeria, Libya, Morocco, Tunisia 

Remainder of Africa (except Egypt) 
Europe 


France and Benelux Countries 

Germany and Austria 

Italy, Greece and Turkey 

Nordic countries 

Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
East Asia and Pacific 
Japan 

Southeast Asia 


Latin America 


Brazil, Argentina, Paraguay and Uruguay 

Mexico, Central America, and Panama 

Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 

Tran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 





